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COMMONWEALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 

* * * * *  

I n  the Matter of :  

THE APPLICATION OF OWEN COUNTY RURAL ) 
ELECTRIC COOPERATIVE CORPORATION FOR 1 
AN ORDER AUTHORIZING A PASS-THROUGH ) CASE NO. 8013 
OF EAST KENTUCKY POWER WHOLESALE 1 
POWER RATE INCREASE I N  CASE NO. 7981 ) 

O R D E R  

On November 21 ,  1980, Owen County R u r a l  Electric 

Cooperative C o r p o r a t i o n  ( A p p l i c a n t )  f i l e d  its A p p l i c a t i o n  to 

flow-through any  increase i n  rates granted its wholesale 

power s u p p l i e r ,  E a s t  Kentucky Power Company, I n c .  ( E a s t  

Kentucky) i n  C a s e  N o .  7981. A p p l i c a n t  is o n e  of e i g h t e e n  

m e m b e r  d i s t r i b u t i o n  cooperatives of East Kentucky. I n  Case 

No.  7981, E a s t  Kentucky r e q u e s t e d  a n  i n c r e a s e  i n  r evenue  of 

approx ima te ly  $25,631,320. Of t h i s  t o t a l  i n c r e a s e ,  Appl i -  

cant would e x p e r i e n c e  an i n c r e a s e  i n  power costs of approxi- 

m a t e l y  $1,972,753. T h i s  i n c r e a s e  r e p r e s e n t s  7.70% of t h e  

proposed E a s t  Kentucky i n c r e a s e  and would result i n  a n  

overall increase t o  A p p l i c a n t ' s  consumers  of 17.28%. 

The m a t t e r  w a s  s c h e d u l e d  for  h e a r i n g  on J a n u a r y  23, 

1981, a t  t h e  Commission 's  offices i n  F r a n k f o r t ,  Kentucky. 

The h e a r i n g  was conduc ted  as s c h e d u l e d  and t h e  Consumer 

Protection Division of t h e  A t t o r n e y  G e n e r a l ' s  off ice  w a s  t h e  

only i n t e r v e n o r  p r e s e n t .  

The m a t t e r ,  of t h e  methodology for rate-making pur- 

poses, t o  process t h e  i n c r e a s e d  p o w e r  cost was d i s c u s s e d  by 

Mr. L. C o l e  of Jackson  Coun ty  Rural Elec t r i c  Cooperative 

C o r p o r a t i o n  i n  his t e s t i m o n y  as spokesman f o r  all e i g h t e e n  

(18) c o o p e r a t i v e s  and Mr. M. Kays i n  his t e s t i m o n y  o n  b e h a l f  

of the methodology of Grayson County R u r a l  Electric Coop- 

erat ive C o r p c r a t i o n .  The methodology most used by t h e  

a p p l i c a n t s  w a s  t h e  p e r c e n t i l e  method, whereby the i n c r e a s e d  



w h o l e s a l e  power cost is d i v i d e d  by t h e  no rma l i zed  test 

period revenue ,  t h e n  100% is added to t h e  q u o t i e n t  and 

m u l t i p l i e d  by a l l  t h e  c u r r e n t  rates. Another rate-making 

procedure ,  a n  e n e r g y  adder charge to  metered  KWH sales, w a s  

also d i s c u s s e d .  The e n e r g y  a d d e r  c h a r g e  p r o c e d u r e  is the 

process whereby t h e  i n c r e a s e d  wholesale power cost is 

d i v i d e d  by t h e  metered  KWH's and t h e  q u o t i e n t ,  b e i n g  i n  

dollars per MP-R, is added to t h e  metered  KWH rates o n l y .  

The Commission after r e v i e w  of t h e  e v i d e n c e  of record 
I 

I and b e i n g  a d v i s e d  is of the o p i n i o n  and so FINDS: 

(1) T h a t  t h e  a c t u a l  i n c r e a s e  g r a n t e d  E a s t  Kentucky i n  

Case No. 7981 is $25,631,320 which will r e s u l t  in a n  i n c r e a s e  

in power costs t o  A p p l i c a n t  of $1,972,753. 

(2) Tha t  A p p l i c a n t  is e n t i t l e d  t o  r e c o v e r  t h e  i n -  

c r e a s e d  w h o l e s a l e  power costs g r a n t e d  i n  C a s e  N o .  7981 and 

its f i n a n c i a l  c o n d i t i o n  would be m a t e r i a l l y  impa i red  i f  it 

were n o t  allowed t o  r e c o v e r  t h i s  a d d i t i o n a l  cost .  

(3) Tha t  the r e v i s e d  rates and c h a r g e s  set out i n  t h e  

a t t a c h e d  Appendix "A" are d e s i g n e d  t o  r e f l e c t  o n l y  t h e  

increased power costs from East Kentucky, g r a n t e d  I n  t h e  

f i n a l  order i n  Case N o .  7981. 

( 4 )  T h a t  t h e  f low-through of t h e  w h o l e s a l e  power costs 

w i l l  not result i n  any additional net margin to A p p l i c a n t .  

(5) That t h e  m o s t  e q u i t a b l e  method for  rate-making 

purposes is the e n e r g y  adder charge, t h e r e f o r e ,  t h i s  is the  

ra te-making p r o c e d u r e  u s e d  t o  d e t e r m i n e  t h e  f i n a l  rates iI? 

t h i s  case. 

IT IS THEREFORE ORDERED, that Owen County R u r a l  E l e c t r i c  

Coopera t ive  C o r p o r a t i o n  is he reby  a u t h o r i z e d  t o  f low- through 

the i n c r e a s e d  power ccsts r e s u l t i n g  f r o m  t h e  rate i n c r e a s e  

granted its wholesale power s u p p l i e r  i n  Case No. 7981. 

IT IS FURTHER ORDERED, that t h e  rates set out in Appendix 

"A" shall be p l a c e d  into effect s i m u l t a n e o u s l y  w i t h  the 

e f f e c t i v e  date of the E a s t  Kentucky w h o l e s a l e  power i n c r e a s e .  
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1 IT IS FURTRER ORDERED, t h a t  Owen County Rural Electric 

Cooperative Corporation shall f i l e  within twenty ( 2 0 )  dags 

from t h e  date of t h i s  Order its revised t a r i f f  sheets se t t ing  

out t h e  rates rand charges approved herein. 

Done at F r a n k f o r t ,  Kentucky, t h i s  t h e  26th day of February, 1981. 

ENERGY REGULATORY COMMISSION 

ATTEST : 

Secretary 



APPENDIX "A" 

APPENDIX TO AN ORDER OF THE KENTUCKY ENERGY 
REGULATORY COMMISSIOH IN CASE NO. 8013 
DATED FEBRUARY 26, 1981. 

The following rates and charges are prescribed for t h e  

customers i n  t h e  area served by Owen County R u r a l  Electric 

Cooperative Corporation. A l l  o ther  rates and charges n o t  specif- 

ically m e n t i o n e d  here in  shall remain the  same a s  t h o s e  in effect 

under authori ty  of t h i s  Commission prior t o  t h e  date of this 

Order. 

SCEIEDULE I 
FARM AND HOME* 

Rates: -- 
Customer Charge 
All KWH 

$4 .17  Per Month 
.04982 Per K?7R 

SCHEDULE I 
SMALL COMMERCIAL* 

Rates : 
c_c 

Customer Charge 
All KW3 

Rates: 

All KW Demand 

Customer Charge 
All KWH 

R a t e s  : 

All Kw" 

SCHEDULE r I  
LARGE PQWER* 

SCHEDULE III 
SECURITY L€GBTS* 

Inetslled on e x i s t i n g  pole 
where 120 volts are available 

$4.17 Per Month 
.04982 P e r  KWH 

$4 .51  P e r  KW of Billing 
Demand 

4 . 1 7  Per Month 
.03252 Per KWH 

$0.03922 Per Kl" 

$4 .39  

One Pole Added 5.04  

Two Poles Added 6 .42  

Three Poles Added '7.76 

Four Poles Added 9.06 

Where 8 transformer is required, there  is an additional charge 
of $0.50 per month. 

*The monthly kilowatt hour usage s h a l l  be subject to plus or minus  
an adjustment per KWH determined i n  accordance with the "Fuel 
Adjustment Clause.  ' I  


